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Book Review concluded from page 93. 


sponsor's long-term objectives. Good 
and Love justify stopping short pri- 
marily on the grounds that irresolute 
sponsors will fail to stick with indexed 
portfolios during periods in which ac- 
tive managers outperform. This con- 
cession to human frailty contrasts 
sharply with the authors’ -damant re- 
jection of ine “poor excuses” com- 
monly offered by sponsors who hesi- 
tate to embrace the normal portfolio 
approach. 

In the normal portfolio system, 
much of the active management dis- 
cretion falls to the sponsor (possibly in 
conjunction with a pension fund con- 
sultant). Portfolio managers may feel 


chilled by the suggestion that a tem- 
porary increase in cash reserves to 12 
per cent from a rigid 10 per cent limit 
warrants a call from the sponsor ‘to 
explore the manager’s future plans for 
the portfolio.” A manager who consid- 
ers his investment philosophy eclectic 
may bridle at being permitted to com- 
pete for funds only if he can fit into a 
narrowly defined category that is 
needed to complete a sponsor's nor- 
mal portfolio. The ultimate indignity 
would consist of being fired—despite 
superior performance—because the 
category becomes superfluous as the 
result of a policy change. (In fairness, 
Good and Love present evidence that 


managers display persistent—possibly 
unconscious—stylistic biases, even 
though they may consider themselves 
primarily opportunistic.) 
Controversies of this sort in no way 
diminish the value of Managing Pension 
Assets. On the contrary, they put into 
sharper focus the issues that the au- 
thors raise. Provocative as it is infor- 
mative, rounded out by appendixes on 
ERISA, FASB 87 and sample manager 
guidelines, the book is likely to have a 
commendable impact on the steward- 
ship of the trillion dollars currently 
concentrated in U.S. corporate defined 
benefit plans. 
—M.S.F 
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